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ABSTRACT 

Human resource management practices have been considered as an important and critical area in the 
management and organization performance. Many organizations described human resource as the combination of 
traditionally administrative personnel functions with performance management, employee relations and resource 
planning. HR planning is strategic and very important part in the process of organizational system in order to achieve 
success. The study on the effectiveness of HRM practices contributes significantly to the performance ofthe organization 
irrespective of whether they are large scale or small scale industries. Human resource management is the framework of 
the HRM practices consists of any intentional introduction or change of HRM program, policy, practice or system 
designed to influence employee the skills, behavior and interactions of employees and have the potential to provide both 
the foundation for strategy formulation and the means of strategy implementation that is perceived to be new and create 
current capabilities and competencies. Som (2006). Human resource managers and business owner need to play an 
important role in to overcome the problems of employee absenteeism/turnover intentions especially in small and medium 
enterprises. This paper focuses on identifying the effectiveness of HRM practices on the performance of small scale 
industries. This paper studies the effectiveness of HR practices like Recruitment, Training and Development, 
Compensation and Performance appraisal on the performance of small scale industries. 
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INTRODUCTION 

Human resource plays a very important role in the growth of any organization. Human resource 
management is a strategic and very important part in the process of management of effective organization system. 
Many organizations describe Human resource as the combination of traditional and administrative personnel 
functions with performance management, employee relations and resource planning. The main objective of HR is 
to maximize return on investment from organization’s human capital. In order to maximize organizational 
effectiveness, human potential, individual’s capabilities, time and talents must be used efficiently. Human resource 
management ensures that employees are capable to meet the organizations goals. HRM is responsible for bringing 
people into the organization, help them to perform their work, pays compensation for their labor and solves the 
problems faced by them in their work environment. Organizations awareness towards the important of human 
resources is increasing day by day in today’s changing business environment. Human resource planning, if used 
properly, leads to the maximum utilization of human resources, reduces labor turnover, high absenteeism, 
improves productivity and helps in achieving objectives of the organization. Human resource management refers 
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to a set of programs, functions and activities designed and carried out in order to maximize both employee as well as 
organizational effectiveness. 

DEFINITIONS OF HUMAN RESOURCE MANAGEMENT 

• Edwin B. Flippo - Human resource management is “The planning, organizing, directing and controlling of the 
procurement, development, compensation, integration and maintenance of people for the purpose of contributing 
to organizational, individual and societal goal.” 

• V. P. Michael- “Human resource management is to reflect a new philosophy, a new outlook, approach and 
strategy, which view an organization’s manpower as its resources and assets and not as liabilities or mere hands”. 

• Bhatia S. K. -“process undertaken to promote the intellectual, moral, psychological, cultural, social and economic 
development of the individual so as to help him to achieve highest human potential as a resource for the 
community. It means a total all around development of the person so that he can contribute his best to the 
community and the nation.” 

• Leon C. Megginson - “From the national point of view, human resources may be defined the knowledge, skills, 
creative abilities, talents and aptitudes obtained in the population, whereas from the view point of the individual 
enterprise, they represent the total of the inherent abilities acquired knowledge and skills as exemplified in the 
talents and aptitudes of its employees”. 

SMALL SCALE INDUSTRIES 

Small scale industries occupy a very important place in providing employment opportunities and contribute to a 
great extent to the industrial output and exports. The small scale sector has been receiving due attention and importance 
from the policy makers for its special character of low level of investment requirement, high potential of creating 
employment opportunities and high utilization of local resources. The definition of small scale industry has been varying 
from time to time and from country to country depending upon the pattern and stage of development, government policy 
and administrative set up of that particular country. 

FEW DEFINITIONS OF SMALL SCALE INDUSTRY 

For the first time the Fiscal Commission, Government of India, in 1950, defined small scale industry as one, 
which is operated mainly with hired labor consisting of 10 to 50 hands and with a fixed capital investment. 

The Small Scale Industries Board in 1955 defined, “Small Scale industry as a unit employing less than 50 
employees, if using power and less than 100 employees if not using power, and with a capital investment not exceeding 
Rs.5 lakhs”. 

In 1997 the capital investment limit for SSIs has been increased from Rs. 5 lakhs to Rs. 10 lakhs, in 1980 it has 
been raised to 20 lakhs and further to Rs.35 lakhs in 1985. 

The New Industrial Policy 1991 raised the investment ceilings for plant and machinery to Rs. 60 lakhs for Small 
scale units. 
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The SSIs has been currently defined in terms of the investment ceilings on the original value of the installed plant 
and machinery. In 1998, the Government of India fixed the ceiling as Rs.l crorein plant and machinery for small scale 
industry. 


In accordance with the provisions of Micro, Small & Medium Enterprises Development (MSMED) Act, 2006, the 
Micro, Small and Medium Enterprises (MSME) are classified into two Groups 

(a) Manufacturing Enterprises- enterprises engaged in the manufacture or production of goods pertaining to any 
industry specified in the first schedule to the industries (Development and regulation) Act, 1951). They are defined in 
terms of investment in plant and machinery. 

(b) Service Enterprises- enterprises engaged in providing or rendering of services and are defined in terms of 
investment in equipment. 

The limit for investment in plant and machinery/equipment for manufacturing/service enterprises, as notified vide 
S. 0.1642(E) dtd 29-09-2006 are as under: 


Manufacturing Sector 

Enterprises 

Investment in plant and machinery 

Micro Enterprises 

Does not exceed twenty five lakh rupees 

Small Enterprises 

More than twenty five lakh rupees but does not exceed five 
crore rupees 

Medium Enterprises 

More than five crore rupees but does not exceed ten crore rupees 

Service Sector 

Enterprises 

Investment in equipment 

Micro Enterprises 

Does not exceed ten lakh rupees 

Small Enterprises 

More than ten lakh rupees but does not exceed two crore rupees 

Medium Enterprises 

More than two crore rupees but does not exceed five crore 
rupees 


LITERATURE REVIEW 

Several studies had been carried, on the influence of HRM practices on the performance of small scale industries. 
Sundararaj and Meeraswaran (2017) observed that, HR departments in organizations are responsible for effective 
implementation of HR practices, which would improve the human resource management system. Ramila Ram Sing and 
Vadivelu (2016) opined that, Human resource is the prime contributor and performance appraisal techniques facilitate in 
increasing the output and motivational levels of the employees. Saira Hasan (2016) in her study indicated that, HRM 
practices have positive impact on employee performance. Seema Sangwan (2015) found that, there is a great impact of 
compensation on employee productivity, employee perception and satisfaction levels, which are crucial for the success of 
an organization. Rajni Khosla and P. K. Sharma (2014) in their study found that, the perception of employers and 
employees towards training needs to be changed, in order to improve the functioning of small and medium enterprises in 
the long run. Nina Gupta and Jason D. Shaw (2014) said that, compensation enhances the motivation and performance 
level of workforce and affects the employees’ attitude and behavior as well. Gaafar Mohammed Abdalkrim (2012) 
examined that, human resource management practices like training and development, performance appraisal, 
compensation, job rotation and selecting system have positive correlation with organizational performance. Richard and 
Johnson (2001) examined that, strategic HRM has significant effect on return on equity and employee turnover of the 
organization. From the above studies it is clearly identified that there is a significant effect of HRM practices on the 
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performance of the organization. The present study is carried in line with the above studies and tries to exhibit the 
effectiveness of HRM practices on the performance of small scale industries. 

OBJECTIVES OF THE STUDY 

• To understand the role of HR practices in small scale industries 

• To examine the effectiveness of HR practices on the performance of small scale industries. 

• To suggest measures for the improvement of HR practices in the organization. 

The study primarily aims at identifying the impact of HR practices on the performance of SSIs. The key practices like 
recruitment, training and development, compensation and performance appraisal have been taken for the study. 
The influence of the above factors on the performance of the organization is measured on select SSI units. 

RESEARCH HYPOTHESES 

H 01 : There is no significant effect 

H„ 2 : There is no significant effect 

H 03 : There is no significant effect 

H„ 4 : There is no significant effect 

RESEARCH METHODOLOGY 

The following diagram represents the conceptual framework to study the effectiveness of HRM practices on the 
organizational performance. 

CONCEPTUAL FRAMEWORK 


of recruitment on the sales growth of the organization, 
of training and development on the sales growth of the organization, 
of compensation on the sales growth of the organization, 
of performance appraisal on the sales growth of the organization. 


Independent Variables 
HRM Practices 



RESEARCH DESIGN 

The study is done taking four human resource management practices which are considered to be crucial for the 
performance of the organization. 
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RESEARCH METHODS 

The researcher has taken both the primary and secondary data for the study. The primary data is collected by 
administering a structure questionnaire to different categories of employees of the organization. The secondary data is 
taken from the text books, company manuals, annual reports, journals and magazines. 

RESEARCH TOOL 

The questionnaire has been given to all the employees of the organizations taken for the study. The researcher has 
used Chi-square to test the effect of Human resource management practices on the sales growth of the organization. 

ANALYSIS AND DISCUSSION 

The researcher has used Chi-square test to know the effect of recruitment, training and development, 
compensation and performance appraisal on the sales growth of the organization. The results of the study are exhibited 
below. 


Table 1: Recruitment* Sales Growth 



Value 

df 

Asymp. 

Sig(2- 

sided) 

Pearson Chi- 
square 

144.438“ 

26 

.000 

Likelihood 

Ratio 

158.496 

26 

.000 

Linear-by- 

Linear 

association 

8.016 

1 

.005 

N of Valid 
Cases 

550 




a. 15 cells (35.7%) have expected count less than 5. The minimum expected count is .31. 

Source: Calculated from the primary data 

The above table reveals that the calculated chi-square value is 144.438 is greater than the table value at 26degrees 
of freedom taken at p=0.05. Hence we reject the null hypothesis. Thus it shows that there is significant effect of 
recruitment on the sales growth of the organization. 


Table 2: Training and Development* Sales Growth 



Value 

df 

Asymp. Sig(2-sided) 

Pearson Chi-square 

202.978“ 

26 

0 

Likelihood Ratio 

193.915 

26 

0 

Linear-by-Linear association 

29.081 

1 

0 

N of Valid Cases 

550 




a. 18 cells (42.9%) have expected count less than 5. The minimum expected count is .36 
Source: Calculated from the primary data 


www.tjprc.ors 


editor@tjprc. org 



















40 


S. Pratibha & J. Katyayani 


The above table reveals that the calculated chi-square value is 202.978 is greater than the table value at26 degrees 
of freedom taken at p = 0.05. Hence we reject the null hypothesis. Thus it shows that there is significant effect of training 
and development on the sales growth of the organization. 


Table 3: Compensation* Sales Growth 



Value 

df 

Asymp. Sig(2-sided) 

Pearson Chi-square 

250.027 a 

24 

000 

Likelihood Ratio 

185.494 

24 

000 

Linear-by-Linear association 

14.748 

1 

000 

N of Valid Cases 

550 




a. 21 cells (53.8%) have expected count less than 5. The minimum expected count is .36. 

Source: Calculated from the primary data 

The above table reveals that the calculated chi-square value is 250.027 is greater than the table value at 24 degrees 
of freedom taken at p = 0.05. Hence we reject the null hypothesis. Thus it shows that there is significant effect of 
compensation on the sales growth of the organization. 


Table 4: Performance Appraisal* Sales Growth 



Value 

df 

Asymp. Sig(2- 
sided) 

Pearson Chi-square 

225.179 a 

20 

0 

Likelihood Ratio 

146.023 

20 

0 

Linear-by-Linear association 

2.616 

1 

0.106 

N of Valid Cases 

550 




a. 15 cells (45.5%) have expected count less than 5. The minimum expected count is .36. 

Source: Calculated from the primary data 

The above table reveals that the calculated chi-square value is 225.179 is greater than the table value at 20 degrees 
of freedom taken at p = 0.05. Hence we reject the null hypothesis. Thus it shows that there is significant effect of 
performance appraisal on the sales growth of the organization. 

FINDINGS OF THE STUDY 

The study has taken four HR practices to observe their effect on the organizational performance of small scale 
industries with respect to the sales growth. 

• Recruitment has a positive and significant effect on the sales growth of small scale industries. 

• Training and development has a positive and significant effect on the sales growth of small scale industries. 

• Compensation has a positive and significant effect on the sales growth of small scale industries. 

• Performance Appraisal has a positive and significant effect on the sales growth of small scale industries. 

The results of the study has shown significant there is a positive and significant effect of HR practices on the sales 
growth of the small scale industries which inturn contribute to the overall development of the organization. 
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CONCLUSIONS 

The above study reveals that there is a positive and significant effect of Human Resource Management Practices 
on the sales growth of the organization and especially for the small scale industries. Thus small scale industries are 
suggested for the implementation of HR practices which will help them in achieving not only their organizational goals and 
objectives but also facilitate to improve the overall performance of the organization. 
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